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UM E C O N O M IS T : M ONTANA AV O ID IN G W O R S T O F ASIAN E C O N O M IC FLU
M IS S O U L A It looks like the Montana economy will not catch a bad case of Asian flu after all,
according to a University of Montana economist.
We had a few early sniffles, and we are still not out o f the woods y e t,” said Paul
Polzin, director o f U M ’s Bureau of Business and Economic Research. He said forecasts are
calling for slowing growth but no recession in Montana.
M ontana’s wood products industry, in particular, felt the impacts of the Asian flu,
Polzin said. Specific impacts included a one-month shutdown and layoffs at Smurfitt-Stone
Container in M issoula; layoffs and expansion postponements at high-tech manufacturing plants
near Kalispell and Butte; and increased competition and softening markets for Montana wood
products industry firms.
Overall, though, M ontana’s income growth was strong. Polzin said nonfarm labor
income rose 4.8 percent in 1998, with about 0.5 percent due to the multimillion dollar wage
settlement at the Columbia Falls Aluminum Co. Excluding this one-time influence, the increase
was still 4.3 percent, ranking 1998 among the highest growth years of the 1990s, he said.
Polzin forecasts that Montana labor income will grow about 3 percent from 1999 to
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2001, down from the 1998 growth rate of 4 percent. The 3-percent rate is still above the 2percent growth rate that economists had predicted for 2002-2010. Polzin attributed the upward
revisions to stronger-than-expected construction activity and faster service-sector growth.
The recent robust growth and continued optimistic outlook for Montana mirrors U.S.
trends, Polzin said. Throughout 1998 ominous economic news from Asia, Russia and South
America fueled recession fears in the United States. But prompt action by the Federal Reserve
to lower U.S. interest rates, as well as moves by international agencies to prevent the spread of
the crises to more countries, have reduced the threat of recession. Overall, the U.S. economy
posted strong growth in 1998, and Polzin said slightly slower growth is projected for the next
few years.
He said the labor shortages reported elsewhere in the nation are starting to appear in
Montana. Gallatin County - one of the state’s largest counties - recently has reported
unemployment rates o f about 2 percent. “That puts the Bozeman area in the same league as
major metropolitan areas when it comes to labor shortages,” Polzin said.
Personal income, one o f the major determinants of retail sales, also will increase 2
percent to 2.5 percent per year between 1999 and 2001, Polzin said. This is down slightly
from the 3-percent growth experienced a few years ago and reflects slowing of all components
- from labor income, transfer payments and dividends to interest and rent.
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